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General Information Letter:  Petition to use alternative apportionment
formula must comply with the requirements of 86 Ill. Admin. Code § 100.3390.

February 17, 1999

Dear:

This is in response to your letter dated January 18, 1999 in which you request the
following:

   We are writing to request advance permission to use a Direct Income Sourcing
method (i.e. actual income and expense figures) in determining Base Business Income
apportionable to Illinois, in place of the default usage of the Business Income
apportionment formula.

   We are a newly-formed partnership which has opened two offices; one office is
located in Illinois, the other in Colorado.  Each office is keeping its own,
separate and complete set of books and records.  For this reason, we believe it
will be more precise and easier to determine each separate state’s actual income or
loss for the tax filing purposes, even though a consolidated Federal tax return
will be filed.

   We would appreciate your prompt response in granting advance permission for the
calendar year 1998 and all future years.

For the reasons discussed below, the Department is unable to grant your request at this
time.  According to the Department of Revenue (“Department”) regulations, the Department
may issue only two types of rulings:  Private Letter Rulings (“PLR”) and General
Information Letters (“GIL”).  For your convenience, we enclose a copy of 2 Ill. Adm. Code
Part 1200 explaining these two types of rulings issued by the Department.  Due to the
nature of your inquiry and the information presented in your letter, we are issuing a GIL
to explain to you the procedures that must be followed when requesting an alternative
allocation or apportionment.

Section 304(f) of the Illinois Income Tax Act (“IITA”), 35 ILCS 5/304(f), provides that

If the allocation and apportionment provisions of subsection (a) through (e) do not
fairly represent the extent of a person’s business activity in this State, the
person may petition for, or the Director may require, in respect of all or any part
of the person’s business activity, if reasonable:

(1) Separate accounting;

(2) The exclusion of any one or more factors;

(3) The inclusion of one or more additional factors which will fairly
represent the person’s business activities in this State; or

(4) The employment of any other method to effectuate an equitable
allocation and apportionment of the person’s business income.

Enclosed please find a copy of 86 Ill.Adm.Code § 100.3390 which provides the procedures
which must be followed by taxpayers submitting requests to use alternative allocation or
apportionment.  As you will note, §100.3390(c) provides that, in applying the above
stated § 304(f) of IITA,

The party (the Director or the taxpayer) seeking to utilize an alternative
apportionment method has the burden or going forward with the evidence and proving
by clear and cogent evidence that the statutory formula results in the taxation of
extraterritorial values and operates unreasonably and arbitrarily in attributing to



Illinois a percentage of income which is out of the proportion to the business
transacted in this State.  In addition, the party seeking to use an alternative
apportionment formula must go forward with the evidence and prove that the proposed
alternative apportionment method fairly and accurately apportions income to
Illinois based upon business activity in this State.

Since you have not filed a formal “Petition”, and your January 18, 1999 letter provides
no evidence regarding the amount of income apportioned to the State of Illinois under
Ste-Del’s usual method of apportionment, and any evidence regarding the amount of income
which would be apportioned to Illinois under the separate accounting method you
requested, we are unable to grant your request.

As stated above, this is a GIL which does not constitute a statement of policy that
applies, interprets or prescribes the Illinois tax laws, and it is not binding on the
Department.  Should you wish to apply for an alternative allocation or apportionment,
please submit a Petition conforming to the requirements of 86 Ill.Admin.Code § 100.3390.

Sincerely,

Heidi Scott
Staff Attorney


